APPENDIX J
SUMMARY OF COMMENTSIN CC DOCKET NO. 96-45

l. INTRODUCTION

. EXECUTIVE SUMMARY

[I1.  PRINCIPLES
A. Overview
1. The following is a summary of comments relating to the issue of principles.
B. Comments

2. 1996 Act Principles. Commenters generally support the guiding principles
identified under section 254(b) with some commenters stating various preferences for
prioritization of those goals." Others emphasize those goals related to access to services.?> No
comments were received in opposition to the establishment of these enumerated principles.

3. In addition to the principles enumerated above, numerous comments were filed
regarding additional principles that should guide the Commission when addressing universal
service issues.®* These proposed additional principles are set forth below.

4, Competitive Neutrality. A mgjority of commenters addressing this issue advocate
adopting competitive neutrality as an additional principle to shape policies governing universal
service.* A few commenters advocate specific definitions of competitive neutrality that
emphasize application of universal service rules and mechanismsin a manner that does not
advantage or disadvantage one provider of telecommunications services over another.®> Others
emphasi ze competitively neutral contribution, distribution, and determination of eligibility for

! See e.g.,, ALTS comments at 1; GCl comments at 2; GTE comments at 7, Motorola reply comments at 3.

% See, e.g., John Staurulakis comments at 4 (discussing need for rural consumers to have access to
telecommunications services); MFS comments at 3-5 (discussing importance of access to advanced
telecommunications and information services in all regions of the Nation); NAD comments at 7-8 (discussing
need for access to advanced services by individuals with disabilities); United Church of Christ comments at 1-2
(discussing reasonably comparable access by rural consumers both in terms of quality and timeliness).

% See 47 U.S.C. § 254(b)(7) regarding additional principles.

* See, eg., ALTS comments at 3-5; AT& T comments at 2, 4, GTE comments at 7-8, 11; MCl comments at 1;
Nextel comments at 2; Sprint comments at 6-7.

® See, e.g., GTE comments at 12; MFS comments at 2; NCTA comments at 12; SBC comments at 6.
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universal service support.® ALTS contends that the Joint Board's definition of competitive
neutrality should be broadened to include the concept of a competitively neutral administrator
and that rules and regulations themselves, not just application of the rules, should be
competitively neutral.” Commenters also cite congressional intent to promote competition in the
advancement of telecommunications services? Several commenters advocate inclusion of
technological neutrality as a concept related to the principle of competitive neutrality.’ They
contend that the Commission should avoid defining any particular service or technology that
must be available and supported by universal service support mechanisms and alow the
marketpl ace to shape the direction of technology.™

5. Some commenters focus on the effect of a principle of competitive neutrality on
rural areas. Evans Tel. contends that Congress adopted "rural safeguard” provisionsin the 1996
Act in the form of statutory advantages and protections to rural telephone companies not
provided to competitors. These provisions, according to Evans Tel., were designed to protect
universal service in areas served by small, rural telephone companies from competition in the
absence of such safeguards that could threaten rural service rates and quality standards.™
Therefore, Evans Tel. and other commenters assert, competitive neutrality can enter into
universal service only as a secondary consideration - subordinate to the specific principles
identified in the 1996 Act.”> RTC contends that Congress understood that rural conditions
require special scrutiny "even where pro-competitive measures are concerned” and that Congress
balanced the policies of rural competition and universal service in the 1996 Act.™

6. A few commenters contend that a principle of competitive neutrality is
unnecessary or inconsistent with section 254.% Western Alliance asserts that the section 254(b)

® See, e.g., Bell South comments at 9-11; CompTel comments at 4-6; MCI comments at 1; Washington UTC
comments at 1-2; WorldCom comments at 5.

" ALTS comments at 4-5.
8 See, e.g., Cox comments at 5-6; GTE comments at 7-8, 11; Motorola reply comments at 16-17.

° See, e.g., MCI comments at 1; NorTel comments at 1-2; Oracle comments at 12-13; PageNet comments at 2;
APC reply comments at 4; Motorola reply comments at 16-17.

19 See, e.g., NorTel comments at 2-3; Oracle comments at 13; Motorola reply comments at 17.

' Evans Tel. comments at 12, 14.

2 See Evans Tel. comments at 12; 1TC comments at 3; Minnesota Coalition comments at 3. See also RTC
comments at 32-33 (contending that giving equal weight to principle of competitive neutrality would fail to meet
reguirement of section 254(b)(7) that additional principles be "necessary and appropriate for the protection of the
public interest” for rural areas).

¥ RTC comments at 33.

1 See, e.g., TCA comments at 2; Western Alliance comments at 4.
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principles make it clear that universal serviceisintended to be a safeguard against competitive
excesses and market failures.® They further assert that, given the express reference to
competitive neutrality in section 254(h)(2), the lack of any reference to competitive neutrality in
the general provisions of section 254(b) demonstrates a conscious decision by Congress not to
include competitive neutrality as a principle.*

7. TCA contends that the concept of competitive neutrality already is embodied in
the 1996 Act and, therefore, is not needed as an additional principle.”” Wyoming PSC contends
that if competitive neutrality permits diminished emphasis on affordable universal servicein
rural and high cost areas where market forces dictate such aresult, then the principle runs
against the express policy of the 1996 Act and should not be allowed.*®

8. Americans with Disabilities. Some commenters urge the Commission to address
specific issues faced by Americans with disabilities pursuant to the provisions of section 254."
NAD contends that, while individuals with disabilities are covered by section 255, reliance upon
section 255 to ensure basic access to the public switched network by individuals with disabilities
who must purchase specialized customer premises equipment (SCPE) is misplaced.”
Specifically, NAD contends that universal service support is needed to fund SCPE for
individuals with disabilities.” Commenters also contend that individuals with speech disabilities
who use Alternative and Augmentive Communications (AAC) pay more for end-user access to
telecommunications services than does the general public due to the increased response time
required by AAC device users.® Commenters request universal service support to bring toll
charges for both text telephone (TTY') and telecommunications relay service usersin line with
other toll charges based on the longer than average calls associated with the use of these
services.”

® Western Alliance comments at 10.

8 Western Alliance comments at 10-11.
7 TCA comments at 2. See also Fred Williamson comments at 3.
18

Wyoming PSC comments at 4.

¥ See, e.g., NAD comments at 4-5 (discussing need for parity of TTY calls); United Cerebral Palsy Assn
comments at 3 (discussing need to broaden principles to include persons with disabilities under universal service).

% NAD comments at 3.
2 NAD comments at 2. See also United Cerebral Palsy Assn comments at 5.

% United Cerebral Palsy Assn comments at 5-7. See also NAD comments at 3-4; Universal Service Alliance
comments at 5-7.

# See, e.g., NAD comments 4; United Cerebral Palsy Assn comments at 7-8; Universal Service Alliance
comments at 6.
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9. Additional Protection for Specific Groups. Public Advocates suggests as an
additional goal that, in each state, carriers should work to achieve the statewide average rate of
subscribership among that state's low-income, minority, and limited English-speaking
communities.*

10.  Schoolsand Libraries. Some commenters suggest that allowing community-
based organizations providing educational, health, and literary services to receive the same full
and equal access to advanced services as libraries and schools should be a principle that stems
from section 254(b).”

11.  Other Suggested Principles. Bar of New Y ork advocates including an additional
principle expressly promoting access to interactive services.®® GSA recommends that "economic
efficiency" be recognized as aprinciple.” A few commenters also contend that the Commission
should adopt a principle of minimizing the growth and overall size of the universal service
support mechanisms.?®

V. DEFINITION OF UNIVERSAL SERVICE: WHAT SERVICESTO SUPPORT
A. Overview

12.  Thefollowing isasummary of the comments on the issue of what services should
be included in the definition of universal service under section 254(c)(1).

B. Designated Services
1. Comments
13. General Comments. Catholic Conference agrees with the Joint Board's
conclusion that all four criteria enumerated in section 254(c)(1) must be considered, but not

necessarily met, before a service may be included within the definition of universal service.?
Benton suggests that the Commission adopt a universal service system defined by transport and

2 public Advocates comments at 3.

% Alliance for Community Media comments at 6-9; Public Advocates comments at 4-5.

% Bar of New York comments at 3.

27 GSA comments at 3.

28

See, e.g., Sprint PCS comments at 2-4; APC reply comments at 1; PCIA reply comments at 27.

2 Catholic Conference comments at 6.
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termination requirements rather than services.® As defined by Benton, transport requirements
concerning the "quality and capacity of telephony media" (such as the provision of single-party
service or the capability of providing fax/data service at specified speeds), the distribution of
those media, and termination requirements mandate that carriers connect with a specified
destination on demand (for example, equal access to interexchange carriers).** According to
Benton, this approach would permit the Commission to adopt " policies without either specifying
or implying specific facilities, architecture, or network topography and the carriers that are
traditionally associated with those elements."*

14.  Services Proposed in the Recommended Decision. Various commenters concur
with the Joint Board's recommended list of services to be supported by universal service support
mechanisms.*® GSA contends that the services proposed for support by the Joint Board
encompass the "minimum group of services that should be available to all consumers."* In
contrast, People For asserts that the Joint Board failed to recommend a sufficiently broad
definition of universal service that would "fulfill Congress' mandate to ensure full participation
in the information age."*®

15.  Voice Grade Access to the Public Switched Network. Bar of New Y ork asserts
that the Joint Board's recommendation that voice grade access occur at approximately 3,500
Hertz will not ensure residential consumers access to interactive services, which, it argues,
requires greater bandwidth.*®* Bar of New Y ork cites the Recommended Decision's conclusion in
connection with rural health care providers that services such as video-on-demand, medical
imaging, two-way interactive distance learning and high definition televison (HDTV) might
require bandwidth of 1.544 Mbps.*” Thus, Bar of New Y ork argues that the benefits of
broadband interactive services warrant support for increased bandwidth.® MFS asserts that the
Commission should assure universal access to advanced services, including the capability to
support data transmissions of at least 1 Mbps, by adopting the network standards established by

% Benton comments at 2.

Benton comments at 2.

Benton comments at 2.

¥ See, eg., GSA comments at 8-9; 1T comments at 2; Teleport comments at 3; United Utilities comments at

2; APC reply comments at 5; Business Software Alliance reply comments at 8.

3 GSA comments at 8-9.

* People For comments at 3-4.

% Bar of New York comments at 10.

% Bar of New Y ork comments at 9-10 (citing Recommended Decision, 12 FCC Rcd at 419-421).

% Bar of New York comments at 8-10.
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Congress for carriers that borrow from the Rural Utilities Service (RUS) under the Rural
Electrification Restructuring Act of 1993 (RELRA).*

16. Loca Usage. Ameritech, arguing that states should support local usage through
their own universal service mechanisms, contends that a variable usage component should not be
funded through federal support mechanisms.® According to Ameritech, if the Commission
includes a variable usage component within the definition of voice grade access, states would be
encouraged to designate a high level of local usage for support in their respective jurisdictionsin
order to maximize the benefits their constituents receive from federal universal service support
mechanisms.** In contrast, Ohio PUC maintains that support for local usage is essential to
realizing the full benefits of voice grade access and further contends that a local usage
component meets the four criteria set forth in section 254(c)(1).** Ohio PUC advocates that the
states, rather than the Commission, be responsible for establishing minimum local usage levels
in their respective jurisdictions.”

17.  United Utilities argues against the establishment of alocal usage sensitive support
mechanism because, it contends, such a mechanism would require carriers that do not offer
measured service to eliminate flat, non-usage based rates and require those carriers to purchase
new switches and software and implement new billing systems.* United Utilities contends that,
if the Commission elects to limit the amount of support for local usage, the Commission should
apply such alimitation only to non-rural carriers that use measured service and "exempt [the
rural carrier] from having to limit the amount of local usage that customers receive in order to be
able to receive the full amount of universal service funding that the carrier is otherwise entitled
to receive."*

18. DTME Signaling. NENA favorsincluding DTMF signaling among the services
to be supported because, NENA argues, DTMF signaling "is an important means of speeding
calls where seconds saved may save lives and property in emergencies."*

19. Access to Emergency Services. NENA concurs with the Joint Board's

% MFS comments at 5-11.

4 Ameritech comments at 5.

4 Ameritech comments at 5.

a2

Ohio PUC reply comments at 2.
“ Ohio PUC reply comments at 2.
“ United Utilities comments at 6.

4 United Utilities comments at 6.

4% NENA comments at 1-2.
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recommendation to include access to emergency services, including access to 911, among the
supported services.”” TCA contends that by adopting the Joint Board's recommendation to
exclude access to enhanced 911 (E911) service from the list of supported services, the
Commission would be giving wireless providers a competitive advantage over providers that can
or must offer this service.® Similarly, Western Alliance opposes wheat it characterizes as the
Joint Board's failure to recognize the potential benefit provided by E911 in favor of ensuring that
potential wireless competitors could receive universal service support.” TCA favors supporting
access to E911 service, aswell as E911 serviceitself, when it is requested by the local
community.®

20.  Accessto Directory Assistance and White Pages Directories. USTA urges the
Commission to include white pages directories within the definition of universal service because,
it argues, white pages directories meet the statutory criteria for inclusion and serve the public
interest by making this information available to consumers.® West Virginia Consumer
Advocate "strongly disagrees" with the Joint Board's decision against recommending that white
pages directories be supported because it contends that the Joint Board's recommendation to
exclude white pages directories is inconsistent with its recommendation to support access to
directory assistance.”* West Virginia Consumer Advocate asserts that, like access to directory
assistance, white pages directories are a "fundamentally important offering” that, while not a
"telecommunications service" per se, are "necessary for consumers to access telecommunications
and information services."* Oregon PUC argues that, if the Commission decides to exclude
white pages listings from the list of supported services, the Commission should require carriers
to include all of their subscribers in their directory assistance databases.” In contrast, Georgia
PSC asserts that white pages directories do not come within the Act's definition of
"telecommunications services' and, therefore, supports the Joint Board's recommendation to
exclude white pages directories from the list of supported services.

* NENA comments at 1.

*® TCA comments at 3.

* Western Alliance comments at 12.
% TCA comments at 3.

°l USTA comments at 31.

2 West Virginia Consumer Advocate comments at 2. See also Ohio PUC comments at 5; CWA reply
comments at 4.

* West Virginia Consumer Advocate comments at 3 (citing Recommended Decision, 12 FCC Red at 122-
123).

* Oregon PUC comments at 2-3.

** Georgia PSC reply comments at 8.
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21.  Accessto Operator Service. CWA argues that access to operator service should
include "initial contact with a live operator,” which, it contends, is "indispensable for usersin
public health or safety emergencies.”*®

22.  Accessto Interexchange Service. USTA supports the Joint Board's
recommendation that the Commission include access to interexchange service within the
definition of universal service.” GCI opposes providing universal service support for access to
interexchange service on the grounds that interexchange service is competitive and is not
currently subsidized.*®

23.  Equal Accessto Interexchange Service. Ameritech argues that the principle of
competitive neutrality requires that, in areas where the incumbent LEC has the obligation to
offer equal access to interexchange service providers, other carriers receiving universal service
support in that area also should be obligated to provide equal access.® Noting that incumbent
LECs have incurred costs associated with upgrading their networks to offer equal access and that
end-user customers have come to expect this service, GVNW and TCA contend that the
principle of competitive neutrality mandates that competitors be required to offer equal access.”
GVNW urges the Commission to include equal accessin the definition of universal service and
establish an implementation deadline by which all eligible carriers must provide such access.®
Western Alliance maintains that the exclusion of equal access from the list of core services
would ensure that wireless carriers qualify for universal service support at the expense of rural
consumers who, as a result of such a determination, may be denied the substantial benefits of
equal access.* WorldCom asserts that the Joint Board's recommendation not to support equal
access isinconsistent with the principle of competitive neutrality in that it favors one discrete
class of carriers over al other carriers that seek to provide equal access as part of universal
service.® WorldCom recommends that the Commission either: 1) support equal access only to
the extent that eligible carriers are able to provide it; or 2) support equal access "across the
board" but permit CMRS providers to file for waivers from this requirement.®

% CWA reply comments at 4.

> USTA comments at 31.

GCI reply comments at 10-11.

* Ameritech comments at 6. See also ITC comments at 10; Ohio PUC reply comments at 3.
% GVNW comments at 4-5; TCA comments at 3. See also WorldCom comments at 10.

® GVNW comments at 5.

% Western Alliance comments at 11-12.

WorldCom comments at 10.

% WorldCom comments at 10-11.
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24.  CTIA and Vanguard argue that wireless carriers should not be required to provide
services or functionalities, such as equal access, that they are not currently able or required to
provide.® Similarly, PCIA contends that the Joint Board properly recognized that, under section
332(c)(8), CMRS providers are not "required to provide equal accessto common carriers for the
provision of toll services."® Vanguard asserts that including equal access within the list of
supported services would be inconsistent with Congress's intent to maximize consumer choice
because doing so would limit the ability of CMRS providers to offer universal servicein areas
where they are best equipped to provide service.”” PCIA asserts that because sections 332(c)(8)
and 254 were enacted together as part of the 1996 Act, the Commission must interpret these
sections under principles of statutory construction so that neither is nullified.®® By exempting
CMRS providers from equal access obligations while creating a universal service program
consistent with section 254, PCIA asserts that the Joint Board's recommendation represents a
permissible construction of the two provisions.

25. Advanced Services. APC and Business Software Alliance concur with the Joint
Board's recommendation that the Commission not support advanced services such as ISDN, end-
to-end digital service and call waiting on the theory that the Commission must carefully choose
the services designated for support in order to limit the overall size of the universal service
support mechanisms.®® In contrast, I TC argues that the statutory principle of "access to advanced
services' is missing from the proposed definition of supported services.” ITC contends that
supporting access to advanced services for schools and libraries, but not for carriers serving
consumers in high cost areas, discriminates against "family and economic institutions of society"
in favor of educational institutions.”" People For contends that the statutory principle promoting
"access to advanced telecommunications and information services' provides authority for the
Commission to support services and functionalities such as modern network facilities, Internet
access availability, call tracing, and 900-number blocking services.” Bar of New Y ork contends
that, if access charge reform does not result in a system that permits differential pricing for voice
and data calls, universal service support might be necessary to ensure access to interactive

% CTIA reply comments at 10; Vanguard reply comments at 4.

% PCIA reply comments at 30 (citing Recommended Decision, 12 FCC Red at 122 n.194). See also Vanguard
reply comments at 5.

®" Vanguard reply comments at 5.

% PCIA reply comments at 31.

% APC comments at 5; Business Software Alliance comments at 8.
" 1TC comments at 10.

. ITC comments at 10; ITC reply comments at 7.

2 People For comments at 4.
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services.” Urban League advocates including fax and modem capability, the latter of which will
ensure all Americans have the ability to use electronic mail, in the definition of universa
service.”

26. lowaUtilities Board states that "advanced telecommunications and information
services' should include Internet service and that the Commission should establish incentives to
encourage access to I nternet facilities for communities in rural areas.” Arguing that information
service providers merely provide conduit, and not content, People For opposes the Joint Board's
conclusion that Internet access is not a "telecommunications service."”® Accordingly, People For
urges the Commission to reject the Joint Board's recommendation and include Internet service
within the definition of universal service.” In the alternative, People For requests that the
Commission define Internet service as a "telecommunications service' not presently designated
for universal service support.”

27.  Taking issue with the view expressed by People For, NCTA contends that
Internet access is not a telecommunications service.” NCTA asserts that the Joint Board
correctly recognized that information and enhanced services provided over the facilities of
common carriers are treated, for regulatory purposes, as separate and distinct from the basic
tel ecommunications capacity used to transmit those services.* Whereas a common carrier's
basic transmission capacity is a telecommunications service that must be made available to any
information service provider under tariff, NCTA maintains, a common carrier's Internet access
service is not a telecommunications service.

28.  Other Services. Catholic Conference advocates supporting voice messaging
services for individuals without residences and contends that this service meets each of the
criteria enumerated in section 254(c)(1).** CWA recommends that the Commission add "prompt

 Bar of New York comments at 13.

* Urban League comments at 9.

" lowa Utilities Board comments at 8-9.

® people For comments at 5 (citing S. Rep. No. 23, 104th Cong., 1st Sess. 18 (1995)).

" People For comments at 5-6.

® People For comments at 6.

79

NCTA reply comments at 3-4.

NCTA reply comments at 4.

8 Catholic Conference comments at 5-6. The issue of voice messaging services for individuals without

residences is discussed in section V11 infra.
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access to repair bureaus and business offices' to the list of supported services.®

29.  Universal Service Alliance urges the Commission to reject the Joint Board's
recommendation to exclude consideration of disabilities-related issues and to provide universal
service support to make specialized customer premises equipment, such as TTY's, telephone
signaling devices, telebraille machines and volume control telephones, accessible and affordable
to consumers with disabilitiesin all states.®® In addition, Universal Service Alliance favors
supporting toll charges associated with TTY and relay service calls.® Universal Service
Alliance argues that, contrary to the Joint Board's representation, the Commission's proceeding
to implement section 255 is narrowly focused on making telecommunications equipment usable
by consumers with disabilities and does not encompass numerous issues raised by the section
254 mandate that all persons have access to basic and advanced telecommunications services.®

30.  Offering Supported Services on a Stand-Alone Basis. GTE suggests that eligible
carriers should be required to offer the services designated for support under section 254(c)(1)
on a"stand-alone" basis and at an "affordable” price, and Ameritech, TCA and CWA concur
with this proposal.®** GTE states that this requirement would prevent carriers from "cherry
picking" select customers by offering the designated services only in conjunction with other,
higher priced services.®

31.  Treatment of Wireless Providers. TCA generally contends that wireless providers
receive preferential treatment in the Joint Board's recommended definition of universal service.®
CTIA urges the Commission to reject the arguments of TCA and others because, CTIA argues,
by advocating an expansive list of services required of eligible telecommunications providers,
these parties seek to prevent wireless providers from becoming eligible for universal service
support.®

% CWA comments at 4.
8 Universal Service Alliance comments at 6; Universal Service Alliance reply comments at 4-5.

8 Universal Service Alliance comments at 6; Universal Service Alliance reply comments at 5. See also
Consumer Action reply comments at 5.

% Universal Service Alliance comments at 7.

% GTE comments at 16; GTE reply comments at 14-16. Accord Ameritech comments at 9 n.15; Ameritech
comments, app. A at 14-15 ("it would be virtually impossible to police the marketing plans of multiple providers.
.. to ensure that information on competitive offerings is not selectively targeted . . ."); TCA comments at 3-4;
CWA reply comments at 9-10.

8 GTE comments at 16.

¥ TCA commentsat 2. See also Western Alliance comments at 11-12.

8 CTIA reply comments at 9.
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C. Feasbility of Providing Designated Services
1. Comments

32.  Limitations on Carriers Ability to Provide Designated Services. CTIA asserts
that it isunfair to require wireless providers to offer E911 service at present in light of the
Commission's recent decision in CC Docket 94-102 to give wireless carriers afive-year grace
period in which to complete the technical upgrades necessary to achieve E911 capability.*
According to CTIA, requiring eligible carriers to provide E911 service would not only exclude
wireless carriers from becoming eligible for support in the near term, but would also undermine
the Commission's decision in CC Docket 94-102.*

33.  Transition Period for Conversion to Single-Party Service. GTE argues that
additional state commission action should not be necessary to authorize universal service support
for party-line customers when a state regulatory agency has previously established atransition
period for offering single-line capability that extends beyond January 1, 1998, the recommended
date for implementation of the new high cost support mechanisms.*? In addition, GTE, referring
to the Joint Board's recommendation that "carriers may offer consumers the choice of multi-
party service in addition to single-party service and remain eligible for universal service
support,” urges the Commission to clarify that carriers will remain eligible for universal service
support not only for single-line customers, but also for each party-line customer that is offered
single-line service, but chooses to subscribe to party-line service.® GTE maintains that carriers
should not bear the burden of initiating a proceeding before state commissions when customers
choose party-line service.*

D. Extent of Universal Service Support
1. Comments
34. Limiting Support for Services Carried on a Single Residential Connection. Thereis

considerable record support for the Joint Board's recommendation not to support additional
residential connections.® PageMart argues that supporting the provision of multiple linesis a

CTIA reply comments at 9.
% CTIA reply comments at 9.
% GTE comments at 84.
% GTE comments at 83.
% GTE comments at 84.

% See, e.g., Ameritech comments at 6; APT comments at 5; California PUC comments at 2; Cox

Communications comments at 4; Maryland PSC comments at 9; PageMart comments at 6; Motorola reply
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benefit that extends "far beyond the universal service mandate to connect the greatest number of
residences to the telephone system."* Cox argues that second connections do not promote
universal service goals because they are not necessary to ensure access to the telephone
network.”” In addition, Cox contends that second lines should not be supported because they are
a"significant source of profits to telephone companies."® According to Cox, it costs little to
provide a second line because conventional 1oops have the capacity to provide two lines when
they are installed, but telephone companies generally charge the same amount for a second line
asthey do for the first.” Sprint asserts that giving ILECs flexibility in pricing second lines will
eliminate the need for universal service support for second lines.'®

35. AdHoc, arguing against support for additional lines, contends that there is no
evidence that the number of consumers who subscribe to secondary lines constitute a " substantial
majority" pursuant to section 254(c)(1)(B).*** Further, Ad Hoc argues, even if a"substantial
majority" of consumers subscribes to a second line, such additional lines should not be supported
because they are not "essential to education, public health, or public safety" consistent with
section 254(c)(1)(A).** According to Ad Hoc, secondary lines have never been a core universal
service and excluding them from support is consistent with past and present universal service
policy.’® In addition, Ad Hoc characterizes as "speculative" arguments that carriers have
difficulty differentiating between primary and secondary lines."® According to Ad Hoc, billing
systems are presently capable of distinguishing between primary and secondary residential lines
or can be modified to add this capability.'® Time Warner proposes that the universal service

comments at 9; PageNet reply comments at 7-8; PCIA reply comments at 25.
% pageMart reply comments at 4.
9 Cox comments at 4. See also Time Warner reply comments at 18.

% Cox comments at 4-5 (citing "Pacific Telesis Earnings Grow in Third Quarter," Pacific Telesis Press
Release, Oct. 17, 1996, for the proposition that additional lines increased 105 percent over the previous year).

% Cox comments at 4.

1% Sprint reply comments at 6.

190 Ad Hoc reply comments at 3 (approximately 15 percent of households with telephones had additional lines
as of the end of 1995 according to FCC Industry Analysis Division, Percentage Additional Residential Lines for
Households with Telephone Service, 1996).

192 Ad Hoc reply comments at 3.

193 Ad Hoc reply comments at 4.

194 Ad Hoc reply comments at 3-4.

1% Ad Hoc reply comments at 4.
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administrator and carriers work together to address administrative issues.'® Specificaly, Time
Warner contends, without further elaboration, that assigning one customer voucher "per
household in an eligible area’ would eliminate the need for the universal service administrator to
track "a customer's migration from one carrier to another."*® Time Warner argues that, under
this approach, "it would not matter which of multiple carriers serving the high-cost customer was
providing the primary line and which was providing the second line."*®®

36.  Sprint and Teleport suggest that the Commission use a customer certification
method to identify primary lines that are eligible for high cost support.'® Specifically, Teleport
suggests a plan wherein customers should designate one carrier as their primary local exchange
carrier."® Under this plan, support would be provided to the carrier designated by the customer
for the provision of the designated services carried on one connection.™™ Teleport further
suggests that customer information already maintained by local exchange and interexchange
carriers in the Customer Account Record Exchange ("CARE") database be used in conjunction
with information relating to high cost areas included in the cost models to create a Universal
Service Database ("USDB")."* According to Teleport, the CARE database, which includes the
service address for every customer in alocal exchange carrier's service territory, is automated
and readily available™® Teleport suggests that the fund administrator check each carrier's
request for funding for a particular address against the records in the USDB to determine the
validity of the request."™ Using this approach, multiple support requests for one address or
requests for addresses not in the USDB would be denied pending further investigation by the
administrator, with state commission and FCC intervention required only in disputed cases.*
Teleport recommends that the universal service administrator or another entity designated by the

1% Time Warner reply comments at 19.
197 Time Warner reply comments at 19.
1% Time Warner reply comments at 19.

1% Sprint reply comments at 5; Teleport reply comments at 4. See also GTE comments at 81; Time Warner
reply comments at 18.

10 | etter from Paul E. Cain, Teleport, to Pamela Gallant, Common Carrier Bureau, dated February 18, 1997
(Teleport February 18 ex parte).

11 Teleport February 18 ex parte at 2.

112

Teleport February 18 ex parte at 2.

1

=

3

Teleport February 18 ex parte at 2.

114

Teleport February 18 ex parte at 2.

1

=

5

Teleport February 18 ex parte at 1.
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Commission conduct periodic, random audits to discourage fraud.™® Teleport urges the
Commission not to countenance the misuse of universal service support simply because it may
be impossible to identify and punish every instance of fraud.""’

37.  Similarly, MFS proposes a plan wherein customers who are served by more than
one carrier designate one carrier as their primary local exchange carrier for universal service
purposes.™® Under the MFS proposal, the fund administrator would enter nine-digit zip codes
into anational database.™® The database would identify the zip codes corresponding to high cost
areas and could be designed to match high cost census blocks or wire centers with the
appropriate nine-digit zip codes.”® The database would also include the customer's last name
and street address in those instances in which the nine-digit zip code is insufficient to identify a
specific household.** The universal service support administrator could provide carriers with a
listing of end users residing in high cost areas, which carriers could match against their billing
database, or the carriers could submit claims for support by providing the administrator with an
electronic listing of their customers by nine-digit zip code drawn from their billing records.'®
The fund administrator would use the customer's nine-digit zip code to determine whether the
carrier is eligible to receive high cost support and would use the customer's name to identify
more precisely the connection for which the carrier is requesting support.”® According to MFS,
carriers already use zip codes for billing purposes and have an incentive to retain customer zip

codes because the US Postal Service offers postage discounts to bulk-billers that use zip codes.*
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Teleport reply comments at 4.
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Teleport reply comments at 4.
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8 Letter from Mark Sievers, MFS, to William F. Caton dated February 27, 1997 (MFS February 27 ex parte)

9 MFS February 27 ex parte at 2.

120 MFS February 27 ex parte at 2.

21 MFS notes that nine-digit zip codes identify small geographic areas. Specifically, nine-digit zip codes are
organized as follows: (1) the first digit identifies one of nine national zip code areas; (2) the second digit
identifies a state within the area; (3) the third digit identifies areas within a state; (4) the fourth and fifth digits
identify the local delivery areawithin the areas; (5) the sixth and seventh digits identify a "sector,” which may be
several blocks, a group of streets, a high-building or a small geographic area; and (6) the last two digitsidentify a
"segment” within the sector, which may be a single household, one floor in an office building, or one side of a
street between two cross-streets. MFS February 27 ex parte at 3.

122 MFS February 27 ex parte at 2.

123 MFS February 27 ex parte at 2.

124 MFS February 27 ex parte at 3.
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MFS also argues that a system using zip codes would be automated and auditable.'*

38.  Conversely, severa commenters oppose the Joint Board's recommendation not to
provide universal service support beyond that provided for designated services carried on a
single residential connection.’® Some parties, including some rural LECS, assert that the cost of
providing additional lines will increase if these lines are not supported.”®” In addition, Minnesota
Coadlition argues that eliminating support for additional residential lines would discourage LECs
from installing sufficient facilities to accommodate second lines.® Similarly, GVNW argues
that if, in the future, the definition of universal service is modified to include Internet access
over separate facilities, eligible carriers will not have adequately invested in the facilities
necessary to provide this service.”” California SBA argues that, under the Joint Board's
recommendation, there will be no economic incentive for new local service providers to build
new facilities to compete with incumbent LECs because support levels will be "unrealistically
low.""* Western Alliance, for example, estimates that one of its members will have to triple the
rate currently charged for a second residential connection if universal service support is not
available for that connection.” Western Alliance contends that, if that same member's state
commission permitted it to rebalance rates in order to make up for the loss of support for
additional residential connections, the member would be required to increase al of itslocal
service rates by 61 percent.™* Such "revenue dislocation,” Western Alliance contends, might
amount to an unconstitutional taking.'*

39.  Evanscontends that, unlike small rural LECs, large, geographically diversified
RBOCs may be able to cross-subsidize rates for second lines within cost areas with revenues

12 MFS February 27 ex parte at 4.

16 See, e.g., California SBA comments at 10; Minnesota Coalition comments at 20; PacTel comments at 19;
Western Alliance comments at 15; Ex Parte Submission by the Office of Advocacy of the U.S. Small Business
Administration on the Joint Board's Recommended Decision (filed April 4, 1997) at 12 (SBA April 4 ex parte).

27 See, e.g., California SBA comments at 11; John Staurulakis comments at 21; Minnesota Coalition
comments at 24; Western Alliance comments at 15.

128 Minnesota Coalition comments at 24. See also California SBA comments at 12; RT Communications
comments at 10-11; TularosaBasin Tel. comments at 9.

12 GVNW comments at 7.

% California SBA comments at 11.
131 Western Alliance comments at 16.
132 \Western Alliance comments at 17.

133 Western Alliance comments at 17.
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generated in the RBOC's low cost service areas in order to keep rates low for second lines.*
Staurulakis argues that incumbent LECs would be disadvantaged because customers will have an
incentive to purchase second lines from competitive LECs, which could purchase bundled
discounted services from the incumbent LEC and resell this service to customers as second
lines.™® TDS argues that most loop costs are incurred when installing the first line and that the
incremental cost of additional connectionsis less than half the cost of installing the first
connection.” Accordingly, TDS asserts, the Joint Board's recommendation to limit support to
single connections will not reduce per-line support costs in proportion to the number of second
or additional lines for which support would be eliminated under the Joint Board's proposal.**’
Rather, TDS contends, incumbent LECs will be encouraged to overprice additional linesto
prevent the loss of support that should be directed almost entirely to the first line.**®* GVNW
contends that, "at a minimum, costs associated with multiple lines should be incrementally
identified while fully attributing joint and common costs associated with multiple lines to the
first line."**

40. Roseville Tel. Co. arguesthat if multi-line business and residential lines are
deemed ineligible for support, the proxy model should be adjusted to exclude the costs of
providing services over these additional lines.**® Roseville Tel. Co. contends that restricting
support to single connections would require the establishment of separate revenue benchmarks
for determining the amount of support an eligible carrier should receive under a proxy model
because, it argues, multi-line businesses and residences with second lines would have
significantly different toll usage levels than other business and residential customers.*
According to Roseville Tel. Co., ILECs do not have access to customer toll billing records to
estimate access revenues by customer class because | X Cs have assumed the billing function for
most large toll users, and the special traffic studies needed to determine these estimates would be
costly and unreliable.**

41.  Some commenters argue that a system that limits support to single residential

13 Evans Tel. Co. comments at 6.

185 John Staurulakis comments at 20.
1% TDS comments at 25.

137 TDS comments at 25.

18 TDS comments at 25.

% GVNW comments at 7.

140 Roseville Tel. Co. comments at 8.

141 Roseville Tel. Co. comments at 6.

142 Roseville Tel. Co. comments at 7.
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connections would be difficult to administer and bill."*** SBC contends that ILECs will be
unable to determine whether a particular dwelling has been divided or whether more than one
household occupies a dwelling, and, thus, would have difficulty determining which residences
have multiple connections.** John Staurulakis contends that it would be especialy difficult to
make such a determination when individuals residing in group homes have separate telephone
lines.** Some parties question how the primary line will be determined if a customer obtains
two lines, each from a different carrier.*® According to PacTel, if the first line obtained in a
multi-connection residence is aways considered the single connection eligible for support, then
the incumbent provider will have a competitive advantage.'”” Conversely, TCA argues that the
supported line should be the one that isinstalled first.™*® SBC characterizes the Joint Board's
suggestion that carriers use subscriber billing information as an "unworkable" method for
determining the number of connections to a location, and argues that such an approach will
become "even more unworkable" as competition develops.**® According to GTE, service
providers have no means, other than querying the customer, to determine whether a request for
service involves a primary or secondary connection.

42.  Western Alliance opposes limiting support to single residential lines because, it
contends, additional residential connections meet each of the criteria set forth in section
254(c)(1)."** California SBA argues that the proposal to limit support to single residential
connections violates the principles set forth in sections 254(b)(1)-(3) by failing to provide access
to affordable telecommunications services in high cost areas.”®* GTE and TCA assert that the
recommended limitation will have the practical effect of impeding access to and use of
information services, in conflict with section 254(b)(2) because families will be discouraged
from adding second lines to access on-line information services."*® Evans Tel. Co. and NRPT

3 See, e.g., NRPT comments at 7; RTC comments at 20; TDS comments at 28 n.20; USTA comments at 30.
144 SBC comments at 38. See also Evans Tel. Co. comments at 5; GTE comments at 77.
145 John Staurulakis comments at 21. See also TCA comments at 5.

146 GVNW comments at 6; NRPT comments at 7; PacTel comments at 19; Roseville Tel. Co. comments at 7;
TCA comments at 5; USTA comments at 30.

" PacTel comments at 19.

8 TCA comments at 5.

9 SBC comments at 39. See also USTA comments at 30.
0 GTE comments at 81.

151 Western Alliance comments at 16. See also Lufkin-Conroe reply comments at 10-11.

182 california SBA comments at 10-11.

1% GTE comments at 78-79: TCA comments at 6.
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argue that eliminating support for additional residential lines will violate section 254(b)(3)
because rural consumers will pay far more for secondary connections than will urban
subscribers.™ Similarly, Lufkin-Conroe and RTC maintain that limiting universal service
support to single lines will deny rural residents access to services and rates that are reasonably
comparable to those of their urban counterparts.” TDS argues that the statute requires rural
services and rates to be reasonably comparable to those in urban areas and, therefore, does not
authorize regulators to decide that merely some portion of rural rates and services should be
comparable to urban rates and services.™ | TC contends that rural consumers, especially
students, have a greater need than their urban counterparts for second lines that enable access to
on-line information services at home because they generdly live far from schools and
libraries.™ U S West asserts that the recommended approach would be neither specific nor
predictable, contrary to the principle set forth in section 254(b)(5).**

43.  SBC arguesthat, if the Commission elects not to support additional lines, as
recommended by the Joint Board, the Commission must "preempt al pricing constraints on non-
supported telephone exchange service unless upon implementation, the commissionin a
particular state has established an intrastate fund to support those federally unsupported
services."*™® Similarly, USTA contends that if carriers cannot receive support for second lines,
incumbent LECs should be given pricing flexibility to ensure that the costs of those lines can be
fully recovered.® According to U S West, second and multiple lines should be deregulated in
high cost areas if they are not supported.’® TDS argues that if the long-established practice of
averaging local rates for all lines were changed and additional lines were priced at cost, the
result would be to increase the rates for all primary residential lines -- the lines that incur the
most cost -- unless additional support is available for initial connections.’® Ohio PUC proposes
that, if funding is extended to second residential lines, then the Commission require as a pre-
condition for universal service eigibility that carriers provide the second line at the same
recurring and non-recurring rate to end users and offer promotions on a non-discriminatory basis

> Evans Tel. Co. comments at 4, NRPT comments at 7. See also GTE comments at 79; ITC reply comments
at 6; Lufkin-Conroe reply comments at 10.

%5 L ufkin-Conroe reply comments at 10; RTC reply comments at 25.

156

TDS reply comments at 3.
7 1TC reply comments at 6.

%8 US West comments at 27.

9 SBC comments at 38. See also GTE comments at 81-82.

10 USTA comments at 30. See also TDS comments at 29; Sprint reply comments at 6.
1oL US West comments at 26.

162

TDS reply comments at 3, 10.
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for both the primary and secondary lines.'®®

44.  Limiting Support for Services Provided to the Primary Residence. Various
parties support the Joint Board's recommendation that eligible carriers receive support for
providing designated servicesto aresidential subscriber's primary residence, but not to second or
vacation homes.'* California DCA favors this proposed limitation because of the reduced
amount of support it anticipates that this approach will require."®® Ameritech contends there are
"no good public policy reasons' for funding a second line to a subscriber's summer residence.'®
APT asserts that supporting service to a second residence is inconsistent with section
254(c)(1)(A) because it is not "essential to education, public health, or public safety."*®” Taking
the Joint Board's proposal a step further, California DCA questions how the Commission can
justify supporting even one connection to the residence of consumers who can afford a second or
vacation home.*®

45.  MFS aso concurs with the recommendation to limit support to one connection to
a subscriber's primary residence and proposes a plan wherein customers who are served by more
than one carrier designate one specific carrier as their primary local exchange carrier for
universal service purposes.'® As discussed in paragraph 70, supra, MFS proposes a plan
wherein the fund administrator would cross-reference the nine-digit zip codes of subscribers
with census blocks or wire centers located in high cost areas.’™ MFS contends that using the
nine-digit zip code for a customer's billing address, rather than for the service address, will
minimize the likelihood that support would be provided for second or vacation homes because,
MFES argues, customers who maintain more than one residence are likely to have their bills sent
to their primary residence.*™

46.  Teleport urges the Commission to adopt a system that allows consumers to certify

183 Ohio PUC reply comments at 7.

1% See, e.g., Ameritech comments at 6; APT comments at 5; PageMart comments at 6; WorldCom comments
at 11; Motorolareply comments at 9; PCIA reply comments at 25.

185 california DCA comments at 22-23.

186 Ameritech comments at 6.

167

APT reply comments at 5.

1

o)

% CaliforniaDCA comments at 22-23.
1% MFS February 27 ex parte at 2.
10 MFS February 27 ex parte at 2.

"1 MFS February 27 ex parte at 3.
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that a supported service is being provided only to their primary residence.”* Teleport further
recommends that the fund administrator or some other entity conduct periodic audits to
discourage fraud.*

47.  Other commenters oppose limiting the number of residences for which a carrier
may receive support.'™ Several parties contend that identifying a subscriber's "primary"
residence is administratively unworkable."” RTC states that any mechanism implemented to
determine the number of homes owned by each subscriber would be so complex that it would
fail a cost/benefit analysis.”® Texas PUC and U S West argue that the administrative difficulties
associated with the Joint Board's recommendation outweigh any arguments in favor of limiting
support.’”” Some parties question how ILECs would be able to determine whether their
customers own an additional residence in another carrier's service area, or own residencesin
more than one spouse's name.*® Western Alliance argues that the administrative costs involved
in determining whether a subscriber's residence is "primary" will reduce the carrier's net
universal service support amount.'’® RTC, arguing that resort areas are often occupied by
permanent residents, contends that MFS' proposal to use nine-digit zip codes would deny support
to families that need it.*** RTC contends that the Recommended Decision "illegally introduces
means testing into the high cost support mechanism."*®* Some parties raise privacy concerns
because, they argue, an investigation into consumers' property ownership would be required to
limit support to the primary residence.® Similarly, Minnesota Coalition argues that rural LECs

72 Teleport reply comments at 4.

%3 Teleport reply comments at 4.

1" See, e.g., GTE comments at 79-81; PacTel comments at 19; RTC comments at 20; SBC comments at 37.

1 See, e.g., GVNW comments at 7; Minnesota Coalition comments at 24; PacTel comments at 19; SBC
comments at 37; Western Alliance comments at 18; Virginia's Rural Tel. Co. comments at 2; ITC reply comments
at 8; Lufkin-Conroe reply comments at 11.

® RTC comments at 21.

7 Texas PUC comments at 3; US West comments at 25.

%8 GVNW comments at 6; RTC comments at 21-22; Virginia's Rural Tel. Co. comments at 2; Western
Alliance comments at 18-19.

179 Western Alliance comments at 20.
1% RTC reply comments at 28.
181 RTC comments at 20-21.

182 Evans Tel. Co. comments at 5; GTE comments at 81; John Staurulakis comments at 21; RTC comments at
20-21; Lufkin-Conroe reply comments at 11.
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are not in a position to monitor the living habits of their customers.® Western Allianceand U S
West urge the Commission, if it adopts the Joint Board's recommendation, to allow carriersto
rely on a customer's self certification that a specified line is serving a primary or second
residence.® GTE contends that consumers, particularly those who understand the system, will
be motivated to declare a vacation home in a high cost area as the consumer's primary
residence.'®

48.  GTE opposes the Joint Board's recommendation that ILECs use billing
information to identify a consumer's primary residence. GTE argues that billing information
does not answer "dozens of other questions' such as whether more than one household shares a
dwelling and whether another carrier is already providing service to a customer's "primary”
residence in a different state.'® GTE further states that the Commission must address certain
"real-life, practical" considerations such as whether individuals may self-certify to their status
and whether carriers must retain records for audit purposes.’®’

49.  Minnesota Coalition argues that eliminating support for second homes will
impose a disproportionate burden on rural ILECs because these ILECs serve many vacation and
second homes.™® Minnesota Coalition asserts that the primary residence limitation would violate
the statutory requirement that support be "predictable" because support for rural LECs would
fluctuate when subscribers "change their residential status or move away from a residence
previously occupied."*® The requirement that support be "sufficient" would also be violated,
Minnesota Coalition contends, because eliminating support for residences that were previously
eligible for support would reduce a carrier's level of support without a corresponding reduction
in expenses.'* Similarly, Western Alliance and Evans Tel. Co. argue that an ILEC would lose
compensation for costs incurred when it installs a new line to provide service to a primary
residence if the residence is subsequently sold to a subscriber who usesiit as a second
residence.”* Silver Star Tel. Co. notes that ILECs are required to serve second and vacation
homes as part of their COLR obligations and thus, it argues, they should be €eligible to receive

183 Minnesota Coalition comments at 24. See also Lufkin-Conroe reply comments at 11.
18 US West comments at 27; Western Alliance comments at 20.

18 GTE comments at 78, 82.

186

GTE comments at 80, 81. See also Lufkin-Conroe reply comments at 11.

187 GTE comments at 80-81.

18 Minnesota Coalition comments at 22.

18 Minnesota Coalition comments at 23.

1% Minnesota Coalition comments at 23. See also Western Alliance comments at 15.

¥ Evans Tel. Co. comments at 5; Western Alliance comments at 18.
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support for serving additional residences."*” U S West contends that the COLR obligation
should be changed if the Joint Board's recommendation is adopted.™ SBC argues that limiting
support to primary residences would be confiscatory because it would deny incumbent LECs a
reasonable opportunity to recover the costs of providing service.™®™ USTA arguesthat if carriers
cannot receive support for serving second residences, incumbent LECs must be given pricing
flexibility to ensure that the costs of these lines are fully recovered.'®

50. EvansTel. Co. contends that the Joint Board's proposal violates section 254(b)(3)
because consumers who own second residences in high cost areas will be subject to higher rates
for second lines than those who own second residencesin low cost aress.**® Evans Tel. Co.
asserts such aresult constitutes a violation of the principle of "reasonably comparable” services
and rates for urban and rural consumers.”®” Silver Star Tel. Co. argues that subscribers require
the same access to health, emergency, and community services when they inhabit a second
residence as they do when they are at their primary residence.*® Lufkin-Conroe contends that,
because second or vacation homes may be occupied for only part of the year, their owners may
elect to forego telephone service if rates increase significantly.® The absence of telephone
service, Lufkin-Conroe argues, could result in delayed access to emergency services with the
potential resulting loss of life or property.*®

51.  Supporting Designated Services Carried to Single-Connection Businesses. Asa
preliminary matter, Georgia PSC urges the Commission to clarify the distinction between the
terms "single-connection” and "single-line."** According to Georgia PSC, the category of
single-connection businesses is more limited than that of single-line businesses because a
business may have severa "single-line" connections.® In general, several commenters agree

92 Silver Star Tel. Co. comments at 4.
19 US West comments at 25.

1% SBC comments at 38.

1% USTA comments at 30.

1% Evans Tel. Co. comments at 4-5.

97 Evans Tel. Co. comments at 4-5.

% Silver Star Tel. Co. comments at 4.
19| ufkin-Conroe reply comments at 11.
20 |_ufkin-Conroe reply comments at 11.
21 Georgia PSC reply comments at 9.

%2 Georgia PSC reply comments at 9-10.
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that support should be provided for designated services provided to single-connection
businesses.””

52. Several commenters, however, advocating a more restrictive approach, take issue
with the Joint Board's recommendation that universal service support be available even for
single-connection businesses.” Ameritech argues that supporting business services constitutes a
substantial policy shift and would "inevitably and significantly” increase the size of the support
mechanisms.?® According to Ameritech and LClI, telephone service should be considered a cost
of starting and operating a business that should not be supported by federal universal service
mechanisms.?® Ameritech argues that small businesses already get a"quasi-subsidy" in the form
of atax deduction, which is not available to residential consumers, and receive assistance from
mechanisms such as Small Business Administration loans and other state and federal
programs.®’

53. Ameritech also argues that there is nothing in the legislative history of the 1996
Act that indicates that Congress intended to use section 254 to subsidize business
development.”® NTIA and BANX contend that supporting business connections would be
inconsistent with section 254(c)(1)(B) that states that, in defining universal service, the
Commission should consider the extent to which telecommunications services "have, through the
operation of market choices by customers, been subscribed to by a substantial majority of
residential customers."*® APT contends that the Joint Board failed to demonstrate that services
to single-connection businesses are "essential” so as to warrant their support pursuant to section
254(c)(1).*° LCI argues that when Congress believed that special circumstances required
support to be extended to non-residential subscribers -- such as schools, libraries and health care

23 Cox Communications comments at 4; WorldCom comments at 11; NTIA reply comments at 6.

24 AirTouch comments at 21; Ameritech comments at 7; Kentucky PSC comments at 4; LCI comments at 5;
Maryland PSC comments at 9; Sprint comments at 14; Teleport comments at 3-4; ACTA reply comments at 3;
APT reply comments at 5; Teleport reply comments at 4.

2> Ameritech comments at 7. See also Maryland PSC comments at 9; Kentucky PSC comments at 4, BANX
reply comments at 17.

26 Ameritech comments at 7; LCl comments at 6. See also BANX reply comments at 17; GCI reply
comments at 13.

27 Ameritech comments at 7. See also AirTouch comments at 22; PageMart reply comments at 4; Teleport
reply comments at 4-5.

28 Ameritech comments at 7. See also Maryland PSC comments at 9; Teleport comments at 3-4.
2% BANX reply comments at 17; NTIA reply comments at 6 n.13.

29 APT reply comments at 6. See also GCI reply comments at 13.
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providers -- it expressly provided for such support.

54.  According to Teleport, there is no evidence to suggest that businesses are unable
to pay cost-based rates for their services®* Similarly, Sprint contends that there is no
information in the record to confirm the hypothesis that small businesses will forego local
telephone service in high cost areas unless such service is supported.”® ACTA contends that a
general rule providing for support to single-line businesses is overly broad. Thus, ACTA
proposes an alternative method pursuant to which the demonstrated need of a business for
support determines whether a business single-connection line will be supported.”* Maryland
PSC asserts that any business customer could benefit from universal service by obtaining single
lines from multiple carriers or attaching a PBX to asingle business line.®®> Maryland PSC favors
allowing the competitive marketplace to control costs for businesses.”® California PUC argues
that in California, unlike residential measured rate service, the measured business rate does not
include any calling alowance, so all local calls made on business lines result in revenue for the
LEC.?" Accordingly, California PUC opposes the Joint Board's recommendation to support
businesses with single connections.

55. In contrast, severa parties urge the Commission to support services provided to
businesses with multiple connections and oppose the Joint Board's recommendation to limit
support to services provided to businesses with single connections.*®  Many commenters argue
that such a limitation would harm rural economies.®® For example, Lufkin-Conroe argues that
the cost of telephone service is afactor that directly influences whether atelemarketing firm or
other communications-intensive business will locate or remain in arural community.? In
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1 LCl comments at 6.

42 Teleport comments at 3.
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3 Sprint comments at 14. See also AirTouch reply comments at 32; BANX reply comments at 17.
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%% See, e.g., GVNW comments at 7; lowa UB comments at 5; Minnesota Coalition comments at 25; Roseville
Tel. Co. comments at 6; RTC comments at 18; SBA comments at 4-8; Western Alliance comments at 22;
California SBA reply comments at 2.

29 See, e.g., California SBA comments at 13; Evans Tel. Co. comments at 7; GVNW comments at 7; lowa UB
comments at 5; Roseville Tel. Co. comments at 9; RTC comments at 19; SBA comments at 18; Western Alliance
comments at 20-22.

20 | ufkin-Conroe reply comments at 13.
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addition, SBA reports that, in response to a recent poll, 3.6 percent of rural businesses indicated
that they would relocate or discontinue their operations if their telephone service rates increased
by $10.00 per month and nearly 20 percent indicated that they would relocate or discontinue
their operations if telephone service rates increased by $25.00 per month.”* SBA suggests that
increases of these proportions are possible as a result of the Joint Board's recommendation to
deny support for services provided to businesses with multiple connection. Some commenters
insist that absent federal support, carriers will be required to increase rates for businesses with
multiple connections.”* In addition, Minnesota Coalition argues that |LEC investments that
were made when a business had only a single line would lose support when a second lineis
added.”® Roseville Tel. Co. contends that a system that limits support to businesses with single
connections would be administratively difficult to administer, requiring complex and costly
studies of billing records.”** Minnesota Coalition asserts that, under the Joint Board's proposal,
business customers with multiple connections would be encouraged to mischaracterize
themselves as having only single-connections.*”

56.  SBA argues that without support, rates charged to businesses with multiple
connections will not be "affordable" for rural businesses, an outcome inconsistent with section
254(b)(1).#® In addition, SBA contends that the Joint Board's proposal to limit support to
businesses with single connections is inconsistent with promotion of access to advanced
telecommunications services, a principle found in section 254(b)(2), because the proposal creates
adisincentive for rural businesses with single connections to add connections to accommodate
fax lines or modems.®*’ According to Evans Tel. Co., it is not clear whether Congress intended
business customers to be considered "consumers' for purposes of section 254(b)(3), but that the
provisions of sections 254(b)(1) and (2) clearly apply to businesses.”® RTC and SBA contend
that businesses with multiple connections should be considered "consumers" for which services
and rates should be "reasonably comparable” in urban and rural areas, a principle found in

#1 SBA comments at 17-18 (citing OPATSCO, Keeping Rural America Connected at 6-14). See also
California SBA reply comments at 2; RTC reply comments at 27.

22 cCalifornia SBA comments at 13; Minnesota Coalition comments at 25; SBA comments at 14.

22 Minnesota Coalition comments at 25.
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#7 SBA comments at 19. But see Georgia PSC reply comments at 9 (arguing that SBA and other parties that
oppose limiting support to businesses with single connections do not consider economic factors such as lower land
costs, rents, and wages that benefit rural businesses).

28 Eyvans Tel. Co. comments at 6.
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section 254(b)(3).”° SBA contends that the Recommended Decision imposes a distinction
among classes of "consumers’ where none is warranted and none was intended by Congress.*
SBA contends that the legislative history of section 254 indicates that some members of
Congress intended universal service support to be available for small businesses®' RTC argues
that all businesslinesin high cost areas should be supported because Congress recognized the
differences between business and residential lines when it chose not to limit toll rate averaging to
residential service.*

57.  Western Alliance argues that most rural businesses with multiple lines are small
businesses that use additional lines to record messages, send facsimiles or use on-line services.”
TDS states that "few businesses are able to get by with only a single connection in the current
information-laden business environment."*** SBA, noting that businesses with multiple
connections include city hals, police stations, churches, school boards, and other public bodies,
asserts that rural businesses with multiple lines share the same need for access to health, safety,
and employment services as residential subscribers do.”® SBA proposes that carriers receive
universal service support for all connections provided to these institutional users.>® SBA also
contends that significant telephone rate increases are likely to be as cost-prohibitive for
businesses with many lines as they would be for businesses with only one?®” Evans Tel. Co.
suggests that the Commission expand upon the Joint Board's recommendation by supporting
services provided to businesses with no more than five connections.®®

58. A few parties propose alternatives to the Joint Board's recommendation regarding
support for businesses with single connections. California SBA recommends that businesses
located in high cost areas that employ fewer than 100 employees and earn less than $10 million

229 RTC comments at 18; SBA comments at 4-6, 13. See also CNMI comments at 27; Harris comments at 7.
20 SBA comments at 4.

=1 SBA comments at 5 (citing statements in the Congressional Record by Senators Pressler, Burns, Conrad
and Snowe at 142 Cong. Rec. S687 (1996), 142 Cong. Rec. S700 (1996), 142 Cong. Rec. S703 (1996), and 142
Cong. Rec. S708 (1996), respectively).

%2 RTC comments at 19 (citing Joint Explanatory Statement at 129 and 132). See also TDS comments at 27-
28.

23 Western Alliance comments at 22. See also Evans Tel. Co. comments at 6.
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in gross annual revenues "be eligible for universal service support for all business lines."**

California SBA recommends that businesses should be required to certify under penalty of
perjury that they meet these criteria "before they are eligible for support."?* In addition, the
state Joint Board members propose that the Commission adopt the three-year transition period
recommended by the Joint Board, during which high cost support for rural telephone companies
would extend to all of acarrier'sworking lines. In addition, SBA proposes that carriers serving
businesses with $5.0 million or less in annual gross receipts receive universal service support for
an unlimited number of connections.?** In addition, SBA recommends that carriers serving all
other businesses receive support for up to five connections for those businesses to ensure that
business connections used for fax machines, computer modems and credit card and check
approval verification are supported.*** SBA also suggests that, if support to multiple-connection
businesses is reduced, the dollar amount of support a carrier would lose per line should be
capped and additional universal service support should available to make up the difference
between the cap amount and the previous amount of support the carrier received.””® The state
Joint Board members further propose that the ongoing cooperative state-Commission review of
the forward-looking cost methodol ogies also include a review of whether support should be
limited to residential and single connection businesses for rural carriers.®”

59.  Level of Support for Business Connections. CNMI, Interior, and TCA argue that
the amount of support provided should be the same whether a connection serves a business or
residential customer.*® SBA and CNMI argue that the Joint Board's rationale for supporting
businesses with single connections, i.e., that they have been treated similarly in the past,
warrants making support for businesses with single connections match the support for primary
connections to residences.”® In addition, CNMI argues that providing a reduced amount of
universal service support for services provided to businesses with only one line would permit
business rates to remain disproportionately high, substantially increase the costs of small, start-

29 | etter from Betty Jo Toccoli, California SBA, to Hon. Sharon L. Nelson, Washington Utilities and
Transportation Commission dated March 10, 1997 (California SBA March 10 ex parte) at 2.

20 California SBA March 10 ex parte at 2.

1 SBA April 4 ex parteat 11.

#2 SBA April 4 ex parteat 11.

3 | etter from Jere W. Glover , SBA, to Chm. Reed E. Hundt dated April 27, 1997.
24 State Member's Report on the Use of Cost Proxy Models, March 26, 1997 at 3.
245

CNMI comments at 27; TCA comments at 5; Interior reply comments at 2.

2% CNMI comments at 28 (citing Recommended Decision, 12 FCC Red at 133-134); SBA comments at 10-11
(citing Recommended Decision, 12 FCC Rcd at 133-134).
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up businesses and, thereby, discourage entrepreneurship.?”’ SBA opposes the Joint Board's
suggestion that, as competition develops, it may be unnecessary to provide any support for
businesses with a single connection in the future, stating that small businesses are vulnerable to
rate increases and have a limited ability to pass on increased costs to their customers.*®

60.  United Utilities disagrees with the Joint Board's conclusion that services provided
to businesses with a single connection should be supported at a reduced rate because business
rates are higher than residential rates.**® Business rates are higher, United Utilities argues,
because there are implicit subsidies built into these rates that help keep residential rates low.*
According to United Utilities, these implicit subsidies will be eliminated when "competition and
the unbundling of rates make support flows explicit" and, thus, the Joint Board should not have
recommended reduced support for business connections based on the fact that business rates are
currently higher than residential rates.® Conversely, Texas PUC agrees with the Joint Board's
recommendation that businesses with a single line should be supported at a reduced rate.?>

E. Quality of Service
1. Comments

61. Federal Role. CWA contends that the Commission should establish federal
performance-based service quality standards on which all telecommunications providers must
report and for which they are accountable.”® According to CWA, the Joint Board's
recommendation that "states may adopt and enforce service quality standards' does not ensure
the "mandate" of section 254(b)(1) that "quality services should be available at just, reasonable,
and affordable rates."** Relying on data compiled by NARUC, CWA maintains that many
states do not have quality standards and those that do have standards do not necessarily have

27 CNMI comments at 28.

#% SBA comments at 11-12 (citing Recommended Decision, 12 FCC Red at 134). See also California SBA
reply comments at 3.

9 United Utilities comments at 5 (citing Recommended Decision, 12 FCC Red at 134).
#% United Utilities comments at 6.
#1 United Utilities comments at 6-7.

%2 Texas PUC comments at 3.

253

CWA reply comments at 6.

4 CWA comments at 5.
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comprehensive standards.® CWA suggests that the Commission establish a special task force or
delegate the responsibility of developing comprehensive service quality standards to the
Network Reliability Council.*® Moreover, CWA urges the Commission to require all carriers
that receive universal service support to meet federal service quality standards in each of the four
calendar quarters preceding the receipt of such support. CWA would deny support to carriers
that fail to meet this threshold and require those carriers to pay a penalty to the universal service
administrator that would be used to support universal service.’

62. State Roles. A few parties suggest that the Commission permit states to
implement carrier performance standards.®® For example, California DCA argues that while the
nation as awhole may need federal mandates to foster competition and achieve universal service
goals, the states are well-equipped to implement the details of those policies.® Ohio PUC
agrees with the Joint Board's recommendation that states submit service quality datato the
Commission, but urges the Commission to determine the type of data it would expect state
commissions to provide.®® CWA argues that, if it relies on state commissions to monitor service
quality, the Commission should require states to impose on competitive LECs the same quality
standards they impose on incumbent LECs .

63.  Quality of Service Reporting Requirements. North Dakota PSC contends that
information pertaining to service quality should be made public in order to enable comparisons
between the performance of different telecommunications carriers.® According to North
Dakota PSC, providing consumers with easy access to publicly available data on the
performance of various carriers could spur carriers to compete for customers on the basis of
service quality.”® Further, North Dakota PSC contends that the Commission should collect

#> CWA reply comments at 5 (citing NARUC's 1992 Telephone Service Quality Standards, which indicates
that 25 states had no service standards on installation, 16 states had no service standards on call completion and
business office, repair bureau, directory assistance, and toll operator answer time, 27 states had no technical
standards on transmission, and 17 states had no standards on trouble reports and clearing time).

#% CWA reply comments at 6.

»7 CWA reply comments at 7.

*% See, e.g., CaliforniaDCA comments at 19; Maryland PSC comments at 8; National Black Coalition
comments at att. 1; Ohio PUC comments at 6; WorldCom comments at 11.

29 california DCA comments at 19.
20 Ohio PUC comments at 6.

#1 CWA reply comments at 7-8 (citing the comments of SBA filed in response to Public Notice of November
18, 1996 at 21).

%2 North Dakota PSC comments at 1. See also CWA reply comments at 8.

23 North Dakota PSC comments at 1.
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quality of service datain addition to that already submitted through mechanisms such as ARMIS
because only one LEC in North Dakota is required to file ARMIS data and state law exempts
telephone companies serving fewer than 8000 lines from quality service oversight by the North
Dakota PSC.** Moreover, North Dakota PSC maintains th